G7 
Tired Nostrums 


THE latest mecting of the finance ministers 
and central bank governors of the G-7 
industrialised countrics in Paris has brought 
out once again how bereft of ideas they are 
on reviving their faltering economies and 
reducing unemployment. The meeting 
decided against issuing a formal statement, 
but it was clear from the press briefings that 
apart from harping on the perennial theme of 
containing budget deficits, nothing concrete 
emerged cither on co-ordination of macro- 
economic policies among the three contend- 
ing blocs, namely, the US, Japan and Europe, 
or onthe monetary. fiscal, industrial and labour 
market policies to be pursued by individual 
countries. Atthe initiative of France, the leaders, 
agreed to a special mecting in April speci- 
fically to address the question of joblessness, 
especially in Europe. There have been similar 
mectings in the past, one at the initiative of 
the US president about a year and a half back, 
but the rising unemployment in these coun- 
thes has remained an intractable problem. 
The ILO has recently drawn attention to 
how the current employment situation in the 
developed countries is a striking contrast to 
that hetween 1950 and 1973 when these 
countries enjoyed virtual full employment. 
Three factors had made that possible then: 
the high priority given to full-employment 
with a substantial. promotional role played 
by the state, the social consensus in the 
industrialised countries over the distribution 
of national income that made non- 
inflationary growth possible, and stable 
global monetary and trading arrangements. 
The disappearance of all of these features — 
the breakdown of the Bretton Woods system 
and the massive cross-border speculative 
financial Nows which severely constrain 
national macroeconomic policies, the end of 
the social consensus on full employmentand 


associated social objectives ~ has seen” 


employment growth lag behind growth of 
output and trade. Even in Japan, always a 
special case. the unemployment rate had 
jumped from a normal 2 per cent to 3.4 per 
cent by December 1995. In the US 
government spokespersons actually take 
pride that the unemployment rate has come 
down from the recent peak of 7.4 per centin 
1992 to 5.6 per cent by November 1995. 
Since the mid-1960s, every successive 
recovery phase of a business cycle in the 
industrtalised countrics has left behind a 
higher level of unemployment. The current 
recovery in the US began in 1991, much 
before that in the rest of the industrialised 
world, but unemployment which had risen 
from the previous trough of 5.3 per cent in 
1989 to 7.4 per cent in 1992 came down to 
6.8 percent in 1993 and 6.1 percentin 1994 
and is expected to*be around 5.6 per cent in 
1995 and 5.9 per cent in 1996, showing no 
sign of regaining fully the ground lost in the 


preceding recession, though US GDP grew 
by 4.1 percent in 1994. A recent UNCTAD 
study has revealed “disguised unemployment" 
(defined as jobs that would be lost if 
productivity per head equalled 80 per cent of 
that in manufacturing) on a sizeable scale in 
all the OECD countries, with the ‘true’ 
unemployment rate in the US and the UK 
being double the official rate. Wage rigidity 
has in no way been to blame for this. 
According to the latest OECD economic 
survey of the US, real wages there have not 
risen since the early 1970s. Widening wage 
disparities have been a conspicuous feature 
of all the OECD countries since the 1970s, 
but the trend has been especially pronounced 
inthe US. More generally, there has been 
asignificant increase ineconomic inequalities 
in the US since the beginning of the 1980s, 
with only the share of the top 25 per cent in 
national income showing a rise between 
1980 and 1992. The OECD report on the US 
warns that the political commitment to fiscal 
consolidation of both the major US parties 1s 
likely to weaken the social safety net further 
and worsen income inequalities. 

No wonder European leaders were 
unconvinced by the advice of the US deputy 
(reasury secretary, Lawrence Summers, on 
the eve of the Paris meeting that labour 
market flexibility was the most important 
issue facing their economies, They seemed 
unwilling to buy the argument that flexible 
wages and decentralised wage bargaining — 
the supposed pillars of the US model - were 
the unique answer to rising unemployment 
Zurope. The European finance ministers, 
pointed instead to the threat of the world 
being pulled into a recession by the nose- 
diving US dollar, True, the dollar has since 
recovered against the major currencies (from 
79.75 to 106.97 yen and 1.38 to 1.4% DM), 
but the European leaders believe that it sul 
remains undervalued and want the Americans 
to orchestrate a further rise in its value, 

The macroeconomic manocuvrability of 
the mayor European economies has been 
significantly reduced by globalisation and 
the massive cross-border financial Nows 
The problem has been compounded, even 
for a country like Germany, by the 
preconditions set for European Economic 
and Monctary Union (EMU). The 
commitment at the Paris conference to step 
up the battle against budget deficits (which 
have been rising, contrary to the EMU 
precondition of 3 percent of GDP) is sure to 
hurt growth and employment generation. 
Eventhe German public sector deticit crossed 
the limit and touched 3.6 per cent in 1995, 
just when the number of the unemployed hit 
3.8 million, reportedly the highest December 
figure for the post-war period. Fiscal 
expansion is thus clearly not available as an 
option for speeding growth and enlarging 
employment: the European leaders in fact 
pledged to rein in public spending in line 
withthe Maastricht treaty. They, the Germans 
included, are not, however, convinced that 
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cutting interest rates 1s going to do the trick, 
though once again most of the governments. 
agreed at Paris to continue lowering interest 
rates to lower the costof consumer credit and 
business investment 

The Americans are putting pressure on the 
Europeans to accept the US model of labour 
market flexibility. though evidence from 
OECDstudics as well as those by UN agencies 
shows that from the mid-1980s the 
phenomenon of wage rigidity and wage 
increases in excess of productivity growth 
had disappeared as automatic wage 
indexation had been abandoned in almost all 
the industrialised countries. By the end of 
the 1980s, the share of wages in value added 
had slipped to its carly 1970s level. Yet 
unemployment has remained high. The 
superiority of decentralised wage bargaining, 
claimed by the US, remains similarly 
questionable. The fact is that three of the 
world’s largest and most successful 
economies. those of the US, Japan and 
Germany, have had different levels of union. 
density and systems of wage bargaining. 

It would be interesting to sce how the 
Europeans respond to Amenecan pressures at 
the nextG-7 mecting at Lille in France which 
1s to focus specifically on ways of dealing. 
with Europe's stubbornly high unemploy- 
ment rates. 


FILM INSTITUTE 
Ousting Good Cinema 
A correspondent writes: 


THE latest victim of the liberalisation pohey 
appears to be the Film and Television Institute 
of India (FTH) at Pune. Set up in the carly 
1960s (as the Film Institute of India, ex- 
panded into the FTI in 1971) to train young, 
people to promote excellence in cinema and 
chart new directions in film language, the 
institute is now virtually being handed over 
to the commercial films sector. 

As a first step, the government has. 
reconstituted the FTH governing council 
withacommercial film-maker, Mahesh Bhatt, 
to head it. Bhatt has already begun to 
dismantle the old system. He is reported to 
have told the students that the institute in the 
past had created “misfits” who were ignorant 
of the “pressures of the real world outside” 
In other words, the young graduates of the 
institute who had contributed to the growth 
of the new Indian cinema (like Ketan Mehta, 
Jahnu Barua, Girish Kasaravalli, Saced 
Mirza, Kumar Shahani) and won international 
awards were all misfits!’ The “pressures of 
the real world’ are the demands of commercial 
showbiz where only the crudest can survive 
and so the FTH from now on will produce 
graduates fit to serve it. 

The new governing council under Bhatt 
has proposed to hike the tuition fee to Rs 
30,000 which will restrict admission to the 
institute's courses to the rich. The courses 
are also being redesigned, with the duration 
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of most of them slashed from three years to 
two. The direction course is now a post- 
diplomacourse, not available to new entrants, 
and then also restricted to five applicants at 
atime. The stress seems to be on acting, with 
the resumption of the course on that subject. 
Ex-students who have been working in the 
alternative cinema (as distinct from — and 
opposed to ~ the block-busters churned out 
by the commercial movie moguls) suspect 
that the new changes being introduced will 
reduce the institute to a supplier of trained 
technicians and ham actors and actresses to 
lend gloss to the mediocre stuff being 
produced by the countless television channels. 
opened up in the wake of liberalisation. 

But there could be a much more nefarious 
motive behind to so-called reforms being 
introduced in the FTH. The likes of Mahesh 
Bhatt and his colleagues in the commercial 
film business do not anyway have to depend 
on trained technicians oractors and actresses 
from the FTIL As the well known Assamese 
film-maker, Juhnu Barua, said in a recent 
interview: “The film industry has taken care 
of itself over the last hundred years. Itdoesn’t 
need the institute, Good cinema does.” 

It ay this “good emema’ which 1s being 
sought to be stifled by the changes introduced 
in the ETIL by the new governing council 
The monopoly houses of the world of 
commercial films. threatened by the 
possibility of losing ground if the low-budget, 
but sensitively made, cinem ally aesthetic 
films of the new young film-makers (many 
among them graduates from the FTI) make 
a dent tn thetr box-office, are flexing their 
muscles to protect their empire. For quite 
some ume they have been mounting the 
propaganda that films made outside their 
empire are ‘airy-fairy’, not commercially 
viable, not acceptable to the public. Their 
representative, Mahesh Bhatt, very faithfully 
reflected this mood when he dismissed the 
ex-students of FTIE as “mistits’. But this 
propaganda flies in the face of facts, as is 
evident from the success of many of these 
films (even in terms of financial returns), 
once they were released on the commercial 
circuit. Such releases however are prevented 
hy the nexus of film producers/distributors/ 
theatre-owners which has emerged as a 
powerful corporate sector controlled by large 
business interests. It jealously guards tts 
preserve from invasion by new film-makers. 
who they fear will wean away its captive 
audiences from the glitzy merchandise that it 
purveys. Soitnow wants to extend its control 
from the market to the FTI to nip in the bud. 
whatever challenge mightemerge from there. 


PALESTINE 
New Tasks 


LAST Saturday's election for self-rule in the 
West Bank, Gaza Stnp and East Jerusalem, 
an outcome of the Palestinian-Israeli pe: 
agreement. was in the nature of an 
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endorsement of the decision of the PLO and 
Yasser Arafat to accept the two-nation 
concept. However, as Arafat said during 
election campaign, while the elections are a 
significant step towards independence for 
the region, the struggle now takes anew turn. 
Already the problems that will have to be 
resolved have begun to emerge. 

While Arafat was elected with just less 
than 90 per cent votes, the Fatah Party won 
60 seats with the rest going to independents. 
The movement, Hamas, 
had boycotted the election but had supported 
several independent candidates who have 
won. Though Hamas had come to an 
agreement with the 483-member Palestinian 
Authority (PA) constituted by the PLO not to 
launchattacks on Israelis from PA-controlled 
areas or to actively organise boycott of the 
polls, this understanding came under a great 
deal of strain because of two events: the 
killing of Yahya Ayyash. a Hamas leader. in 
early January and the gunning down of a 
number of Palestinian militants by Isracl 
forces on the eve of the election. While the 
election arithmetic may indicate that Arafat 
has overwhelming control of the new 
Legislative Council, Hamas will be a crucial 
player in the coming months when the peace 
negotiations are scheduled to continue. 

If Hamas’ opposition to the peace process 
comes from its uncompromising position 
that there is no room for the nation of Israel 
inthe region, there are others within the PLO 
who see some elements of the peace 
agreement as being too conciliatory towards 
Israel and Arafat as having compromised on 
the central positions of the PLO. Some of 
these opponents now sit in the council 
Among the more prominent are Hannan 
Ashi; Salah Taamarr, Haider Abdel Shati 
and Kadura Faris. Ashravi. the PLO spokes- 
person during the negotiations, has supported 
the peace process but is critical of Aratat's 
way of functioning: Taamarr ran as an tnde- 
pendent in defiance of the Fatah leadership, 
as did Faris, an ‘intifada’ leader who spent 14 
years in jail but was denicd aticket by Arafat; 
Shafi led the Palestinian delegation in the 
initial talks which came to nought because of 
the parallel secret negotiations in Oslo which 
ended in the agreement. 

An unmediate issue which will need 
resolution and which has the potential of 
bringing into the open differences within the 
PA as well as between it and the Hamas (and 
within the Hamas) 1s the Israeli demand that 
relerences to the destruction of Israel in the 
PLO charter be deleted. This, Isracl feels. is, 
consequence of the agreement and 
“snighttoexist. Isract 
has said that for amending the PLO charter it 
would allow entry to members of the PLO 
parliament-in-exile, the Palesune National 
Council (PNC), which represents all the 6.5 
million Palestinians around the world. Many 
of the PLO factions inthe PNC have reyected 
the accords and do not recognise Israel's 
right to allow their entry. All this makes for 
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a rather difficult situation, on the resolution 
of which hinges the progress of the peace 
process. Afterall, given the opposition to the 
accord within Israel and with anelection due 
there soon, it would be convenient for the 
Israeli government to stall the talks for as 
long as possible. 

The ascendance to power also necessitates 
a change in the manner in which Arafat has 
operated within the PLO. Even if one were 
to concede that a revolutionary struggle has. 
to allow a certain degree of independent 
authority to the leader, the expectations from 
the head of a democratically-elected 
government are quite different. ‘That there 
exists around Arafat a personality cult is not 
surprising. However, the manner in which a 
Palestinian editor was dealt with - he was 
detained for six days - tor failing to 
prominently display an article about the PLO 
chairman has given rise to qualms about the 
freedomof the press inthe region. The article 
in question contained flattering comments 
by the Greck Orthodox patriarch in Jerusalem 
about Aratat, and all Palestinian newspapers 
had been ordered by Aralat’s advisor to 
highlight the article on their front pages. 
Arafat's supporters argue that the reason for 
the order was to help Aratat’s efforts to 
improve troubled relations with the 
Palestinian Christian community. Noristhis 
the only instance of interterence with press 
freedom: in August 1994 Arafat had ordered 
the daily Al Nahar closed tor publishing 
what was seen as astory which patastrain on. 
relations with Jordan: in May last the Hamas 
newspaper Al Watan was closed for three 
months for publishing material which 
allegedly harmed ‘national unity’. Even so it 
isa measure of the international support that 
the peace process and the elections have 
received that the Parts-based media nights 
group Reporters Without Borders not 
condemned the arrest of the editor, saying 
merely that it was a” very, very silly pretext 
to.arresta person and the timing is very, very 
bad”. Arafat cannot afford to fritter away 
such extraordinary understanding, While 
the elections may have been democratic, tree 
and fair, 101s only the small first step im 
institutionalising democracy. even within 
the limitations imposed by the international 
vested interests 1n the region. In fact, the only 
way to strengthen autonomy tn the region is 
to sct up democratic institutions which can 
stay the hand of a leader who may go 
overboard in accommodating demands. 
contrary to the spirit of the Palestinians’ long, 
struggle. 


Correction 


The reference to Murali Manohvr Joshi in 
the first sentence of last weck’s editorial 
«Unconvincing Exercise’, p 63) should, of 
course, have been to Manohar Joshi. The 
error is regretted. 

~Ed. 
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